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Thisbookis basedonthecontributionsof aworkshopsponsoredin 1977by
theMidwestCenterof theAmericanAcademyof ArtsandSciences.It hasbeen
organizedinto six topicalsections:Constraintson AgriculturalProduction;Re-
sourcesandEnvironment;Distortionof Incentives;InternationalMarkets;Agricul-
turalResearch;EducationandNewInstitutions;and,fmally,theQuestforEquity.
Eachsectioncarrieseveralarticles,in somecaseswithcommentsonsomeof them.
Mostof the articlesfocuson agriculturalpriceandincomepoliCiesfollowedin
developingcountriesduringtherecentpast,analysingtheireffectsontheadoption
of superiorinnovations,capitalinvestment,efficientresourceallocation,income
distributionand,aboveall,farmproductivity.
Economicpoliciesto achieve conomicgrowth,followedin low-income
countriesincetheearlyfifties,havebeencharacterizedby abiasfor industrialde-
velopment.Thisbiaswasperpetuatedthroughgeneroussuppliesto theindustrial
sectorof rawmaterialandfoodatartificiallylowprices,whichclearlyhurtthefarm-
ers. Theunderpricingof farmproductsandothergovernmentpoliciesdistortfarm-
ers'incentivesfor investmentin newinnovations. Prof.Schultz,in hisarticle,
"On EconomicsandPoliticsof Agriculture"at thebeginningof thefirstsection,
describesthe generalprocessdistortingfarmer'sincentiveandtheadverseffects
suchdistortionshaveon theeffectivenessof theagriculturalsectorasameansof
acceleratingthepaceofeconomicdevelopment.Hearguesthatthereexistsastrong
"politicalmarket"in low-incomecountries,whichcallsfor constantgovernment
interventioni theopenmarketoensureindustrialworkerscheapfoodprocuredat
low pricesto accelerateindustrialdevelopment.Suchpoliticalmotivationsclearly
interferewithfreemarketoperationandunderminetheentrepreneurialro eof the
farmersin maximizingfarmproductionby discouragingtheuseof superiorinnova-
tions. Thisentirelyplausiblethemerunsthroughtheentirebook.
Alongwiththepricingpolicies,managementdeficiencieshaveequallycon-
strainedfarmoutputgrowth,nottheleastbyputtingadamperoninnovatveactivi-
tiesof thefarmers.Periera,in thearticleentitled''TheChangingPatternsofCon-
straintson FoodProductionin theThirdWorld",reinforcesthisthemebypointing
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outthataninappropriatecombinationofhumanandtechnicalresources,ratherthan
the shortageof capital,is a bindingconstrainton efficientfarmproductionin
low-incomecountries.Heobservesthatin t4elongrunanintensivecultivationof
thescarcefarmland,heavychemicalcropprotectionandtheorganizationof effi-
cientmanagementof themodemlarge-scalet chnologyforcropproductionshould
befollowedbylow-incomecountriesasanoptimalstrategyforachievinganefficient
combinationof scarceresources.Theuseof "lowinputtechnology",- thatissmall
tractors,fractionaltubewells,etc.- whichisbeingincreasinglyemphasizedforsmall-
farmsector,shouldnotbepushedtoofarasit isliabletohinderthedevelopmentof
efficientinnovationsin thelongrun. Although umanandmaterialresourcesare
oftencombinedinefficiently,Perieraisnotaltogetherconvincingin maintainingthat
thereis noshortageofcapitalin thesubsistencefarmsectorin thelow-incomecoun-
tries.
Steppler,in thearticleentitled"NaturalResourcesandUnsolvedEnviron-
mentalProblems",whichtakesuptheentiresecondsection,hasidentifiedthreecon-
straints,namely,climatic,physicalsoil chara,cteristicsandbiologicalconstraints,
whichdeterminefarmproduction.Hepointsoutthatfarmproductionishighlysus-
ceptibletoanappropriatemanipulationof theseconstraints.Hearguesthatclimatic
factors,like temperature,precipitation,day-length,etc.areimmutableconstraints
whereasoilfertil~ty,salinityandwaterloggingof landandthebiologicalconstraints
of developingsuitableplantvarietiescanbemanipulated.It followsthatmaximum
ef(ortshouldbemadetoeasebiologicalconstraintshroughintensiveagriculturalre-
searchto raisefarmproductivityin developingcountries.True,eventhemostad-
vancedcountriesin theworldhavenot overcomeall theabove-mentionedcon-
straints;yetthelow-incomecountrieshavefailedevenmorein thisrespectbecause
of theirlowresearchcapabilities.Forinstance,threecountriesdonotyethaveeven
theminimumnecessarycropstrainsconsistentwiththeirenvironments.
The thirdsectionrepresentsa veryusefulanalysisof thevariouseconomic
policiesadverseto agricultureandofeconomiclossestothesocietyingeneralandto
the farmersin particular. Hopper,in "Distortionsof AgriculturalDevelopment
ResultingfromGovernmentProhibitions",listsdifferentdirectandindirectgovern-
mentrestrictionsthatdiscourageapplicationof chemicalcropsprays,farmmecha-
nization,farmsizegrowthandexportofnewseedsanddenyfarmerstheadvantages
of economiesof scalein farmoutput,hamperingtherebythediffusionof superior
innovations. Besides,a varietyof policiesregardinglicences,quotasandmarket
allocationsindirectlydepressagriculturaloutputin poorcountries.Furthermore,
therestrictedtransferof newagriculturaltechnologyamongcountrieshascontrib.
utedto a rathersubduedprogressin farmproductionin thosecountries.Brown,in
BookReview 279
.-
hisarticleon "AgriculturalPricingPoliciesin DevelopingCountries",hascovereda
rangeof pricepoliciesandtheirimpacton farmproductivityandfarmers'income.
Hehasanalysedhowpricesof farmcommodities,keptartificiallylow relativeto
industrialgoods,havemovedthetermsof tradeagainstthefarmsectorovertheyears.
Thedevelopingcountrieshavemanagedto supplyfoodto industrialworkersand
urbanconsumersat low pricesthroughprocurementandmarketpricecontrols.
Suchinterventionsfrequentlyhaveveryadverseeffectsonefficiency,productionand
incomedistribution.Lowfoodandagriculturalpricesincreasetherealincomeand
employmentof theurbanpoorbuttheyadverselyaffectfarmproduction.Similar-
ly, governmentpoliciesconcerningbudget,savingandinvestment,andbalanceof
paymentshavetendedto discriminateagainstagriculture,inducinganettransferof
resourcesfromthefarmsectorto thenon-farmsector. Consequently,theflowof
resourcesoutof theagriculturalsectorhastendedtoimpoverishfarmersandexacer-
bateincomedistributioni thesecountries.Whyhavethesecountriesbeenfollow-
ingpricepoliciesthatdistortincentivesandhurttheagriculturalsector?
Reed,in hisessayon "GovernmentPricePoliciesforWheat,RiceandTractors
inColombia",hastestedfourhypotheses:bureaucraticbehaviour,politicaleconomy,
internalrevenueconsiderationsandurbanbiaswithrespectto Colombiato tleter-
min~whatmakesthelow-incomecountriesfollowpoliciesunfavourabletothefarm
sector. Hearguesthatinternalrevenuerequirementsratherthantheurbanbiasand
bureaucraticbehaviourhaveinfluencedthepricepoliciesof wheat,riceandtractors
in Colombia.Next,Barkerin "Barriersto EfficientCapitalInvestmentin Agricul-
ture",discussesvariousinstitutionalfactorsthatobstructanefficientcapitalinvest-
mentin manypromisingalternatives,especiallyirrigation. It is arguedthatthe
institutionalbarriersareformidableandthattheyoftenconsiderablyinfluencethe
useof capital-intensivet chnology.Sincetheuseofsuchtechnologyisinconsistent
withthenativeresourcesof thedevelopingcountries,it resultsin aninefficientuse
of resources.Inefficienciesin capitalusearefurtheraccentuatedby suchpolicies
aslow interestrate,marketwageshigherthantheopportunitycostof labour,and
overvaluedxchangeratein thelessdevelopedcountries.
It shouldbeclearthatit iseasytointroducepoliciesthatdistortincentivesbut
theirwithdrawalisadifferentmatter.Abel,inhisarticle,suggestshatthesituation
canbealleviatedby discontinuationf overvaluedexchangeratepoliciesaswellas
adoptionof priceincreasesonpoorharvests,upportpricesontemporaryoverpro-
ductionand,finally,anintegrationof importsandexportswiththedomesticprice
programme.
Thefourthsectionof thevolume,entitled"InternationalMarkets",comprises
onlyonearticlecontributedbyD.GaleJohnsonon"InternationalPricesandTrade
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in ReducingtheDistortionsof Incentives".Johnsonpointsoutthatalmostallthe
low-incomecountriesfail to takeadvantageof externaltradein theirpursuitof
stabledomesticpricesata levelowerthantheinternationalpricesbymanipulation
of importsandexportsof farmproducts.Theyimposetaxationonfarmersthrough.
procurementandexportdutieswhichinducewrongcroppingpatternsbydiscourag-
ingcropsthatenjoyacomparativeadvantage.Inordertoavoidimplicitcommodity
taxation,farmersdirectresourcesto thosecropswhicharenotsubjecto procure-
.ment. Sinceprocurementschemescovermostlyimportantfarmcrops,theycausea
reductionin farmincomeby ashiftfromhigh-market-valuecropsto low-market-
valuecrops.
Thenextsectionon "AgriculturalResearch,EducationandNewInstitutions",
containsusefulinformationonthecurrentstatusof agriculturalresearch,education
andextension,theroleof investmentin humancapitalforagriculturaldevelopment
andtheemergenceof socialinstitutionsin low-incomecountries.Thediscussionby
Evansondescribeshowtheabsenceofhigh-standardesearchinstituteshasrestrained
researchactivityin low-incomecountries,QOwsolittleresearchresourcesgetallo-
catedto researchactivities,whyoptimumscaleof researchasbeenhardtodetect,
whysimpleadaptiveratherthannewtechnology-producingresearchsystemsarefol-
lowedthere,andin whatpursuitstheshort-runcomparativeadvantageof theinter-
nationalresearchinstitutes,liketheInternationalRiceResearchInstituteandthe
InternationalWheatandMaizeResearchInstitute,lies. Evansonisrightinhisanal-
ysisthatlow-incomec~untriesarecurrentlyfacinganacuteshortageofsophisticat-
edresearchcapacity,especiallyfor producingermplasmforevolutionofmorepro-
ductivecropvarieties.Thisis wheretheinternationalresearchinstitutescaneffec-
tivelyhelpthelow-incomecountries.Heis alsorightinaskingtheserenownedin-
stitutesto expandtheirresearchbaseto coveroughfoodgraincropsoverriceand
wheatwhichthriveevenundersuchlessfavourableconditionsasarefoundin most
of thelessdevelopedcountries.Welchexplainsinhispaperon"TheRoleof Invest-
mentin HumanCapitalinAgriculture"whyreturnstoeducation,whichconstitutes
investmentin humancapital,varyin responseto thepaceof technologicalchange
andsourcesof newinformationregardingmanagementof resourcesandpricefluc-
tuations.Hearguesthattheeducatedfarmersaremoreproductivethantheirunedu-
catedcounterpartsbecauseof differencesin theircapacityto useinformationeffi-
ciently. ThenextarticlebyRuttanin thissectionreportstheoccurrenceof demand
fornewinstitutionalinnovations.Theviewisthattheneedof institutionalinnova-
tionsintensifieswhenfactorpriceschangewithanaccelerationi economicgrowth.
Theseinnovationscontributetogreaterequalityin accessto politicalandeconomic
resourcesandincreasetheirproductivity.
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ThelastsectioncontainsonlyonearticleinwhichSchuhexaminestheimpact
of foursetsof pricingandruraldevelopmentpoliciesin threecountries,India,Brazil
andChile. Thesecountriesfollowedcompulsoryfoodgrainprocurement,"vent-for-
surplus"modelof economicgrowthandlandreformsrespectively,asthebasicneeds
andequityapproachesto lessenpoverty,unemploymentandmalnutritionfor their
masses. Foodgrainprocurementschemes,accompaniedby restrictionson their
inter-regionalmovementsin India,favoured'theurbansegmentof thepopulationbut
accentuatedshortagein deficitruralareas,which,in turn,exacerbatedincomedis-
tributionin variousectorsof theeconomy.In Brazil,industrialexportswereen-
couragedatthecostof agriculturalproductsbyanovervaluedxchangerate. Land
reformsandruraldevelopmentprogrammeshavesimilarlymisdirectedtheinvest-
mentof nationalresources.Whythesepolicieshavefailedto achievetheirobjec-
tivesis probablydueto thefactthatthesecountriessoughtosolvetheproblemsre-
latingto factormarketsby interferingwithproductmarketsthroughofficialprice
controls.Inotherwords,theydidnotpayadequateattentiontotheproblemsofin-
putmarketing- fertilizer,credit,irrigation,etc.- butinterferedwiththefreeopera-
tionof theproductmarkethroughtheintroductionof oftenconflictingrulesand
regulations.
Theorganizationof thebookintosectionswitharticlesof acommontheme
is its veryattractivefeaturewherebythereaderis enabledto learnvariousrelated
issues.Thearticlesarealmostcompletelyfreeof formalmodels,complicatedderiva-
tivesandequations. In all,thereis onlyonemathematicalexpressioni thetext
(p. 129)andthreeequationsandoneidentityin footnotes(pp.137,278and284).
Therelegationof thebulkof thenumericaldatato theappendicesof thearticlesi
stillanotherpointofmerit.Thus,thebookgivesabsolutelynoauraof "technocratic
sterility"asis commonwithmanybooksontechnicalsubjects.Thelevelofsophis-
ticationandthedegreeof originalityin all thepapersareimpressivelyhighanduni-
form. Thereader'sinterestdoesnotflagashereadsthroughthisenjoyablebook.
Besides,thebookreflectsaninternationalperspectivein termsof analysisofdiffer-
entpoliciesfollowedin differentlow-incomecountriesandof theireffectonthe
performanceof theirfarmsectors.
However,thepresentreviewerfeelsthatthevalueof thebookwouldhavebeen
substantiallyenhancedif eachsectionwerefollowedbyanintegratedrecapitulation
of theconclusionsof thevariousarticles.Whilesomesectionscompriseasinglearti-
cle,conciseversionsof thesummariesfor othersectionscouldaffordthereaders
anopportunitytograspmostof theissueswithoutperhapstoilingthroughallthe
articles.Nevertheless,thebookconstitutesavaluablecollectionofarticlesbringing~
r
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outtheimpactof agriculturalpricingpoliciesondifferentaspectsof theeconomies
of thedevelopingcountries.
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